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COUNCIL ON WAGE AND PRICE STABILITY
A recent Library of Congress Report challenges the legality of the Administration's
anti-inflation program which seeks to deny federal contracts to firms that fail 
to voluntarily comply with established wage and price guidelines. Less than a 
week ago, the General Accounting Office during testimony before the House Sub­
committee on Consumer and Monetary Affairs, reached the same conclusion. The 
Library of Congress Report stated that the federal procurement aspect of Carter' 
program violates both the Procurement Act of 1949 and the law which created 
the Council on Wage and Price Stability. Citing historical examples of 
Presidential executive authority, including abuses by prior administrations, 
the Library report concludes that the executive order is insufficient without 
requisite congressional authorization.
A possible six month report on price increases is being considered by CWPS, 
according to A1 Ross, Assistant Director of CWPS Office of Price Monitoring. 
Conceding that this would represent a significant expansion of the reporting 
requirements, Ross stated that the final decision will be made in early April.
It would apply to firms with $250 million or more in annual sales or revenues, 
down from $500 million, and would cover price increases which occurred between 
October 1978 and March 1979.
FEDERAL DEPOSIT INSURANCE CORPORATION
Irvine H. Sprague of California was elected Chairman of the Federal Deposit
Insurance Corporation on 2/7/79. The election immediately followed a 
White House swearing-in ceremony at which Sprague entered a 6-year term on 
the FDIC board. Sprague, a former newspaperman, has held a number of 
significant government positions in Washington during the past 20 years.
Most recently, Sprague served as Executive Director to the House Steering 
and Policy Committee. At the ceremony, Sprague said he was dedicated to 
an open and responsive administration. "I will keep in mind the mandates 
of the Congress, the capabilities and needs of the Corporation employees, 
the problems of the industry being regulated, and the interest of the general 
public."
FEDERAL TRADE COMMISSION
State regulation of the professions and the lack of competition among professional 
groups, was addressed by FTC Chairman Michael Pertschuk during a joint White 
House press briefing, February 8, 1979. Mr. Pertschuk was joined by anti­
inflation advisor Alfred Kahn, Consumer Advisor Esther Peterson, and John 
Shenefield, Assistant Attorney General, Antitrust Division, Justice Department. 
All the participants made brief statements and answered questions concerning 
the role of competition policy as a part of the anti-inflation effort. 
Restricting his comments to doctors, lawyers, dentists, and realtors, Mr. 
Pertschuk indicated that the FTC, after their analysis, is preparing to 
provide answers to the questions concerning the least competitive segment(s) 
of the economy, i.e., "where there are signs that monopolization has 
produced excessively high profits".
In a related matter, representatives of the FTC and the Justice 
Department, addressing the ABA mid-year meeting in Atlanta, warned the legal 
profession that "traditional notions of self-regulation must be relinquished
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in favor of greater reliance on competitive principles." The profession was 
additionally alerted to a broad FTC examination questionnaire to determine 
if bar rules deprive consumers of essential legal services. ABA President 
S. Shepherd Tate committed the ABA to assist local bar groups who may wish 
to challenge the questionnaire, which he characterized as "ill advised."
HEALTH, EDUCATION, AND WELFARE, DEPARTMENT OF
A tentative national health insurance plan drafted by the. Department has been 
made public. The plan consists of two parts; one addresses private health 
insurance and the other concerns those persons who are currently covered by 
Medicare or Medicaid and those persons with no health coverage. Under the 
private insurance provisions of the plan, employers would be required to pay 
at least 50% of the premiums for such insurance, which would have to include 
catastrophic coverage. Eventually, employers would also be required to 
insure their part-time employees. However, employers of low-wage earners 
would be eligible to cover their employees under a new "Healthcare" program 
at a maximum cost of 8% of their payroll. Healthcare would be a public 
insurance program, superseding Medicare and Medicaid, to guarantee basic 
health insurance coverage to all Americans. In addition, a Reinsurance 
Fund would be set up to assume responsibility for any individual expenditure 
over $50,000, whether incurred by a person covered by private insurance 
or Healthcare. This Fund would be financed through general revenues. The 
HEW plan would be phased in over a five-year period.
In a related matter, Sen. Russell Long (D-La) has reintroduced his 
proposal for a comprehensive health insurance plan (S.350). The plan, which 
was introduced in the last Congress as S.3105, consists of three basic 
parts: a catastrophic health insurance plan; a plan to standardize and 
federalize medicaid health benefits; and a plan to encourage standardization 
of private health insurance plans. Hearings on this proposal have been 
tentatively scheduled for March by the Senate Finance Committee, of which 
Sen. long is chairman.
PENSION BENEFIT GUARANTY CORPORATION
Rules governing administrative review of the Corporation's decisions have been 
proposed. Under this proposal, persons affected by Corporation determinations 
may request administrative review by the agency of its determinations before 
a final decision is made. The proposal, which has been termed a formalization 
of existing practices, sets forth the procedures for requesting reconsideration 
of an initial determination and for appealing certain decisions to a senior- 
level appeals board within the Corporation. Comments on this proposal will 
be accepted until 3/23/79.
Harvey Kapnick, CPA, chairman and chief executive officer of Arthur Andersen 
and Company, has been named to serve on the President’s Commission on 
Pension Policy. Mr. Kapnick is also a member of several other business 
advisory groups, such as the Advisory Commission on International Trade.
The announcement of the members of the pension advisory group was made on 
2/14/79 and included representatives of several state legislative bodies, 
academia, and the business community. The Commission was established 
to examine public and private pension systems in an effort to develop a 
national retirement policy. It is scheduled to submit a series of reports 
to Congress and the President during its two-year period of study. The 
first meeting of the Commission will probably take place sometime in March.
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RENEGOTIATION BOARD
Legislation to save the Board was recently introduced by Rep. Joseph Minish 
(D-NJ). The bill, HR 2002, would make the Renegotiation Act retroactive 
to 10/1/76, the date on which it was allowed to lapse, and extend it until 
3/31/78. No extension legislation has been introduced in the Senate at 
this time. Last year Congress passed only a six-month appropriation for 
the Board for fiscal 1979, but further appropriations will soon be under 
consideration as part of an omnibus appropriations measure for the 
Departments of State, Justice and Commerce. Without extended funding 
the Board will expire on 3/31/79.
In a related matter, Goodwin Chase, chairman of the Renegotiation 
Board, has resigned his post, leaving Harry R. Van Cleve as acting chairman 
This leaves the Board without a quorum to complete action on pending cases.
SMALL BUSINESS ADMINISTRATION
A national toll-free export information telephone service for small businesses
has been established by the Export-Import Bank. This cooperative effort by 
the Small Business Administration, Department of Commerce, Overseas Private 
Investment Corporation and the Export-Import Bank will increase the number 
of American businesses which export their products and services and invest 
abroad. The telephone number for the SBA "hotline" advisory service is 
800/424-5207 and is operated by Ex-Im Bank Business Affairs Officers from 
7:30 a.m. to 5:00 p.m. (Eastern Standard Time) Monday through Friday.
SECURITIES AND EXCHANGE COMMISSION
Final rules amending the Uniform System of Accounts for Mutual & Subsidiary
Service Companies have been issued by the Commission (see Rel. 35-20910).
The rules require that service companies design subaccounts and keep 
memorandum and time records to facilitate the preparation of reports 
and statements required by regulatory commissions and the conduct of 
audit and account inspection programs. They would also establish a 
work order system to accumulate reimbursable costs and changes to customers 
and account for compensation for use of capital. The rules and System 
of Accounts are effective as of 1/1/80. For more information contact Leon 
Rubin at 202/523-5677 or Robert Wason at 202/523-5159.
The Commission closed its books after a three year investigation into the 
circumstances surrounding the 1974-75 sale of $4 billion worth of New York 
City municipal securities, ruling out any enforcement action against NYC 
officials, banks, or brokerage firms. An earlier staff study indicated 
that the SEC believed that the true nature of the City’s finances was 
withheld from the public and that certain issuers were reducing or 
eliminating their holdings in similar NYC securities, while continuing 
to recommend their purchase by the general public. Citing changes in 
circumstances, including a change in the NYC administration, the SEC 
has chosen, according to its spokesmen, to concentrate its limited budgetary 
and manpower resources on support of legislative proposals designed to 
remedy what it believes are continuing serious deficiencies in the 
issuance and marketing of municipal securities.
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Securities Analysts should promote greater corporate accountability to
shareholders, even if such "activist analysts" then become subject to
filing and other SEC requirements under proxy solicitation rules, 
according to SEC Chairman Harold Williams. In a recent address before 
the New York Society of Securities Analysts, Chairman Williams urged 
the Analysts to give their opinions to institutional holders of vast 
securities holdings, on such issues as management salaries, board 
membership, and shareholder proposals. Williams believes analysts are 
in a unique position and he urged them to respond to SEC rule comment 
periods, in addition to taking a more active role in providing information 
to institutional clients to assist them in voting their proxies in a more 
responsible manner.
TREASURY, DEPARTMENT OF
Legislation (HR 1600) to assist small businesses with a variety of tax
problems has been introduced by Rep. Richard Schulze (R-Penn). Entitled 
the Small Business Tax Relief Act, the bill would: allow a small business­
man to reinvest profits from the sale of his business into another small 
business within 18 months without paying a tax on capital gains; increase 
the additional first-year depreciation allowance for businesses; allow 
three-year amortization of equipment and plant for existing facilities; 
liberalize provisions on DISCs with adjusted taxable income of under 
$1 million; allow  sole proprietorships the option of the cash or accrual 
method of accounting; require the IRS to automatically refund excess 
social security taxes paid by employers when an employee works for two 
or more employers during the year; and provide a $5 tax credit for each 
form or document a small business is required to file. A companion bill 
is expected to be introduced in the Senate by Sen. William Armstrong 
(R-Colo) in the near future.
A technical correction to an item contained in an outline entitled "Immediate 
Taxpayer Concerns Arising Fran the Revenue Act of 1978 Provisions Relating 
to Individual Retirement Accounts (IRAs)" has been issued by Rep. Sam 
Gibbons (D-Fla), chairman of the House Ways and Means Oversight Subcommittee 
In the outline, which was published by the Subcommittee last November, it 
was stated that individuals who have made IRA "Excess contributions" in 
years prior to 1978 and who have already contributed their maximum 
allowable amount to an IRA in 1978 should consider withdrawing part of 
their 1978 contributions. According to the outline, such withdrawals would 
not result in additional tax or a penalty. Subsequent to the publication 
of the outline, the IRS has informed Rep. Gibbons that it does not agree 
with this interpretation and would require taxpayers to include such 
withdrawals in income and charge a 10% premature distribution tax on the 
withdrawal. Additional information on this matter is available from IRS 
field offices.
Cost-of-living adjustments to dollar limits on benefits and contributions 
under qualified pension, profit-sharing, and stock bonus plans were 
announced last week by the IRS (see IR-2095). Effective 1/1/79, the 
maximum limit for the annual benefit under defined benefit plans is 
$98,100. The maximum limit for the annual addition to defined contribution 
plans is $32,700. Administrators of defined benefit or defined contribution
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plans that have received favorable determination letters should not request 
new determination letters solely because of yearly amendments to adjust 
maximum limitations in the plans.
For additional information contact:
Nick Nichols, Susan Retter or Teresa Travers 
202/872-8190
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